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Aspects of labor mobility and discrepancies in social benefits schemes in Member
States became an urgent matter to address. Revision of the Posting of Workers Directive, the European Pillar of Social Rights and the European Mobility Package were aimed at introducing more harmonization within the EU countries. However, the EU propositions faced a strong resistance from some groups of stakeholders and Member States. Moreover, the debate has been evolving quickly given recent events such as the economic and migration crises and Brexit. CASE held a forum with various Polish stakeholders, where CASE experts gathered views on the future of social situation in the EU. They are all summarized in this Policy Brief. Main policy recommendations emphasize that proposed legislation is important for Poland, however it still needs more debate, since under current form certain policies might be harmful for many EU Member States.
Abstract
Documents such as the Treaty establishing the European Community and the European Union (EU) Charter of Fundamental Rights set out fundamental social objectives, such as the promotion of employment and social protection, and include principles such as freedom, equality, and solidarity, and the right to fair and just working conditions, as well as social security and social assistance and equality between men and women.
The Treaty of the EU established the European Employment Strategy (EES), which aims to create more and better jobs in the EU and constitutes a part of the Europe 2020 growth strategy. The EU's role in social policy is such that the EU should provide a framework that reconciles openness and mobility with domestic social cohesion, supports national welfare states on a systemic level in select key functions, and guides the substantive development of national welfare states by indicating general social standards and objectives and organizing mutual learning processes, while leaving the ways and means to the Member States.
The EU founding fathers assumed that supranational economic cooperation could be a tool for establishing cohesion both between and within countries. However, as traditional frameworks are not fit for managing the current challenges, the EU needs to create a virtuous circle where both pan-European and national cohesion are enhanced, and needs to support both convergence towards higher levels of prosperity and well-being across the member states and convergence towards more equality within the member states.
1
The European Social Model was the first step towards realizing these goals and was a tool to cope with globalization and the economic reforms made at the expense of workers' rights. The model of a Social Europe entails the achievement of employability, the improvement of education, the fight against poverty and social exclusion, new family policies, the achievement of gender equality, and active ageing. Now, social harmonization is the next step. 1 Vandenbroucke F., Rinaldi D. (2015) 
Context
Social harmonization has been the subject of intense debate for several years, since phenomena such as intra-EU mobility, social security coordination, and national welfare, which are directly linked to it, generated significant social and economic concerns for European and national policy makers.
Moreover, this concept is perceived differently among European countries and the possibility of significant discrepancies between EU and national priorities in the adoption of common guidelines exists. Therefore, the aim of this policy brief is to present the view point on the social harmonization concept and Social Europe from the Polish perspective.
It is aimed at disseminating the point of view of different stakeholders, to strengthen the debate about this very relevant issue, and contribute to the creation of consensus within Europe. During these times of an escalating crisis in the EU, with one country having already voted to leave the Community, and with a very visible wave of populistic and far-right movements and governments, a substantive, righteous, and inclusive dialogue is of crucial importance.
CASE
This dialogue, supported by in-depth research, is designed to increase trust in European institutions, to clearly identify the advantages and disadvantages for different social groups, and to help reach a consensus between Member States. These concerns, among others, were the focal points of discussion with social partners in Poland between September-December 2016.
The three main aims of this paper are the following: i) to contribute to the dialogue between stakeholders in Poland to reach a consensus, ii) to disseminate the conclusions of the dialogue in Poland at the European level, and iii) to initiate a substantive dialogue at the international level.
Poland has been experiencing an economic and social expansion; however, the country is still facing social problems, some of which may have a particularly strong influence on its socio-economic outlook. Compared to the EU average, spending on social protection is also among the lowest (at 17.6% of GDP), and its contribution to the fight against poverty is relatively small 10 . On the contrary, GDP expenditures on pensions are higher than in other Member States, partly because of the special pension schemes for farmers and miners. 11 However, pensions in Poland are relatively low, and may decrease further given that the number of pensioners will increase following the recently accepted reform reversing the increase in the statutory retirement age.
Moreover, Poland's rapidly ageing society has led to an increase in the demand for elderly care, which is characterized by a growing reliance on full-time informal care due to the lack of availability of formal care. The old-age-dependency ratio is expected to nearly triple between 2010 and 2050 (growing from 20.9% to 58%).
12
The population aged 15-64 in Poland is already decreasing, and the recent retirement age reform may leave even less workers in the labor market. However, this outflow is 12 Idem. 17 Deloitte (2015) 18 Idem.
European Commission (2016d)
From the Polish perspective, the EU position on social harmonization and, in addition, the European Pillar of Social Rights is too vague and little has been done to make it clearer and more concrete.
In debates, it is often noted that the Treaty of Lisbon strengthens social integration and the social dimension of the EU sufficiently; therefore, even though some of its details could be discussed, there is no need for new legislation on this matter. The Treaty already shows the very diverse economic relations between Member States.
Several aspects concerning possible changes in social conditions in the EU are particularly important for Poland, such as changes to the personal income tax and non-wage labor costs and the introduction of a minimum wage. Overall, the issue of different economic levels across EU Member States remains important: Poland must meet the economic level of western European countries to introduce better social care. Moreover, a general social harmonization in the EU is considered impossible to reach because health systems in Member States differ too greatly. Furthermore, stakeholders fear that unifying health systems across the EU would only strengthen the already existing administrative burdens for employers. The idea of higher pension contributions is not very welcome either: pensions in Poland are low despite relatively high pension contributions, so increasing contributions will not substantially raise pensions in Poland.
Concerns are also being raised about the fact that the European Commission does not react quickly enough to changes in the European labor market, as evidenced by the introduction of a minimum wage in Germany: entrepreneurs were left with uncertainty regarding the legal aspects of this move, which, in turn, had a negative influence on the economy.
Another concern is the existence of the grey market, which, according to the views of some stakeholders, should be handled first. Finally, changes should be introduced by evolution, not revolution.
Nevertheless, according to trade unions, social convergence in the EU might be a good solution for Poland, but there are some inefficient internal regulations that must be resolved first, such as social dumping at the country level concerning truck drivers. This profession represents a particularly complicated case: it remains unclear whether drivers should be
Social harmonization policy in the eyes of Polish stakeholders
treated as posted workers; therefore, new regulations would be critical for them. Transportation companies, as many other Polish enterprises, maintain their competitiveness through low working costs. However, this situation cannot exist forever, as, for example, in 20-30 years, drivers might be replaced by automatic cars, and Polish transportation companies would have to seek competitiveness elsewhere, regardless of the legislation. Therefore, for trade unions, a common minimum wage should be a good incentive for Polish businesses to plan better.
Finally, many stakeholders find that wage levels should be established at the national, not
European, level; therefore, consensus in this matter is not possible.
Based on the opinions expressed regarding the social harmonization policy, the following recommendations were developed:
• Current social conditions (from the Treaty of Lisbon) are sufficient and should remain, although discussions on some of its points could be useful;
• Harmonization, if any, should concern working standards, such as equivalent periods for holidays, among others;
• Changes should be introduced through evolution, not revolution;
• The Pillar should be written in a clear and transparent way, so as to be understandable for all, taking into account not only EU laws, but also the regulations of the Council of Europe and the International Labour Organization;
• It must be considered whether all Member States have sufficient means to introduce extended social protections; and
• The Pillar should be addressed to the whole EU, not only to the Eurozone.
According to Polish stakeholders, introducing any changes in social rights in the EU is unrealistic, because EU Member States are still far too different on economic and developmental levels: the countries of "Old Europe" can bear higher social costs, but newer members cannot afford such high social provisions.
The most common opinion about the European Pillar of Social Rights is that it is too general: the document provides vague political ideas rather than specific solutions, and, therefore, does not provide an answer to the current problems of the European Community.
No concrete solutions are presented-all changes should be introduced through the proposed guidelines. Currently, the Pillar focuses on Eurozone countries, and other countries may participate if they wish to do so. However, Polish trade unions comment that the Pillar should be addressed to all EU Member States because it is the only way to introduce social convergence.
The Polish entrepreneurs association view the new set of rules as unfavorable and believe that the solutions proposed in the Pillar will not be profitable for Poland in the long term and will not ensure stable growth. They point out that there are key elements missing in the document: regulations reflecting newer ways of working, such as the possibility of working remotely or of providing services to clients based in different countries at the same time. Conversely, trade unions believe that the current situation is, in fact, harmful for the Polish economy. In their view, Polish entrepreneurs do not invest in innovation, and instead of making long-term plans, they profit from the short-term benefits of their work. Furthermore, currently, posted workers cannot save for their pensions, nor can they benefit from health services in the countries where they live, as local people do.
Another concern is that the introduction of chapters on wages and social rights might mean that they will be left entirely to the EU, which may lead to a situation where the social
European Pillar of Social Rights under Polish debate
rights of Member States will be more important than their economic interests. Therefore, in accordance with this view, solutions for social policies should be developed at the country level, not at the EU level. Some suggest that the EU should follow the principle of subsidiarity, and act only in situations where national governments cannot. Once again, stakeholders reiterate the argument that if we do not attain high economic growth and do not gain money (i.e. profit from our competitive advantage, which is a low-wage labor force), Poland will not be able to afford introducing generous and extended social security benefits. Quite often, the idea of European Pillar of Social Rights is said to be utopian.
Furthermore, a popular view in Poland is that social protection that is "too high" might create a disincentive to work. For example, as noted earlier in this report, in 2016, the Polish government introduced the "Family 500+" program, which guarantees families a monthly benefit of PLN 500 (EUR 114) per child for every second and consecutive child under the age of 18, without any upper threshold of income. Also, parents with a combined income per person of not more than PLN 800 (EUR 184) are eligible for the allowance with their first child. In Poland, the net minimum wage in 2017 is PLN 1,459; hence, the sum of PLN 500 constitutes an important difference for the most vulnerable families. This program is aimed at improving living conditions and increasing natality in the country. However, its introduction raised concerns among economists 20 and employers 21 about its efficiency and outcomes for the labor market, as it can become a disincentive for professional work and may encourage parents to leave the job market. 22 Thus, it is not surprising that the propositions aimed at increasing social benefits included in the Pillar are not seen as advantageous by some groups of Polish stakeholders.
On the positive side, some stakeholders find that the chapters concerning skills and education might be valuable for Poland, as adult participation in lifelong learning in Poland decreased from 2002-2014. 23 Consequently, stakeholders find that a greater emphasis on equal access to education is needed.
Polish trade unions are generally in favor of the Pillar. One aspect of the Pillar that, in their opinion, should appear in its final version is the notice that the minimum wage should be set at a level of 60% of the average (median) wage of the country. As mentioned before, the legislative problem of posted workers is extremely important for Poland given their number in the country. However, the Directive of Posted Workers is found to be too vague and Poland must clarify its own legislation before accepting laws at the EU level.
According to all interviewees, the idea of equal pay for equal work in the same country is perceived as good, but only in specific situations: it is difficult to simply apply the rule of equal pay in all situations, because sometimes it can "kill" the market. Moreover, representatives of the entrepreneurs association note that in Polish legislation, it is already written that men and women should be granted the same salary; therefore, it is needless to repeat the same rule. Another argument often raised during discussions against the introduction of the same wage for posted workers is that nowadays people often travel to other countries for work purposes several times per month; therefore, calculating a salary from different countries within the same month would be extremely complicated and intensify the administrative burden. A preferred situation is one in which a worker posted in another EU country that has her or his life center elsewhere should be subject to the welfare system of the country of the life center. Generally, it is viewed that it would be more useful to harmonize working standards than social conditions.
Attention is often paid to the fact that if these measures enter into force, all posted workers, whose main source of income is their work abroad, will lose their jobs because employing them in "Old Europe" will no longer be profitable. Furthermore, firms sending workers to western Europe may face significant problems or even bankruptcy. Some also believe that the Directive could lead to substantial losses for the Polish national budget.
Since its accession to the EU, Poland has generally specialized in the export of services, which means that partially depriving the country of the freedom for movement in services is perceived as unfair. Polish interviewees are also troubled by the fact that even though limiting any of the four free movements of the EU is forbidden, Brussels has introduced limits to one of them. Furthermore, if a firm that is posting workers receives a contract for more than two years, it will be extremely complicated to post a worker under the new law.
Polish views on the Directive of Posted Workers
Another concern is that the announced higher wages may not be realized, because, according to the views of some, if a posted worker can receive additional bonuses, the employer may simply lower his or her wage to pay those bonuses without spending more than what would be paid to a foreign employee. Calculating the bonuses will be another cost for Polish employers, which will make Polish firms even less competitive in western Europe.
However, viewpoints differ among organizations. For example, representatives of trade unions find that there is no reason why Polish workers should be discriminated against by being remunerated less than local workers while working abroad. It also seems unreasonable to them for Poland to base its advantage in trade only on the low costs of workers (i.e. Polish truck drivers), because once laws change (or technological progress replaces certain occupations), the Polish economy will lose on many levels.
Finally, the stakeholders agree that as there are no official data on social dumping in Europe, it is difficult to assess this phenomenon.
• The following recommendations were developed from the opinions and concerns voiced by the stakeholders regarding the Commission's plans on labor mobility:
• While applying the rule of equal pay, attention should be paid to the details, such as the type contract, so as to avoid social dumping and the other negative consequences of sending workers abroad;
• If the location of a worker's life center is different from where he or she works, and the contract time is less than 12 months, he or she should be subject to the social security system of the country of his or her life center; and
• To reach an agreement at the European level, countries must first reach an agreement at their national level, which is not the case with Poland.
Social harmonization, understood as the European Pillar of Social Rights, and the Directive on Posted Workers, is under debate in Poland, both in the media and during meetings between stakeholders.
The general view is that the direction the EU is moving is correct and appropriate for Poland: it is agreed that labor legislation and social benefits are important and necessary for all.
The controversial points remain how to introduce these in the EU and how do we want to attain this social harmonization. An important group of people participating in these debates finds that social harmonization, as presented in the Pillar and in other EU documents, could and should be attained naturally, but can only be attained in Poland after further economic growth. In their view, additional limits to the current freedom of movement of goods and services could slow economic growth in the country. The main problem for Poland concerning social harmonization with the EU is that even though the country is continually developing, it is not yet at the same economic level as western Member States and, therefore, cannot afford more expensive social benefits schemes. Many reforms must be implemented before similar social measures can be introduced in the EU. However, the notion of enforcing changes only in "Old Europe" is not welcomed by Polish stakeholders either.
However, other groups of stakeholders find that social harmonization should be imposed on countries, because it is the only way to reach economic growth in Poland. In their view, Polish entrepreneurs, by basing their activities on legal loopholes and low wages, are active in less productive sectors. Consequently, they remain satisfied with short-term profits, but do not think about long-term results, and therefore do not invest in innovation-an attitude that does not lead to an increase in productivity. Enforcing limits to the freedom of movement of services should, in their opinion, force entrepreneurs to change the direction of their investments and build stronger businesses.
Regardless of the views on how to reach social convergence in the EU, Polish stakeholders agree that the European Commission's measures, as presented in the above--mentioned documens, are vague and do not build consensus. All parties to the discussion
Summary and policy recommendations
concur that given the current environment, with the financial crisis and the general lack of harmony between Member States, the EU should search through its activities for more agreement and consent. Nevertheless, documents like the Pillar or the Labour Mobility
Package cause more misunderstandings and hostility than willingness to search for consensus, not only at the national level, but at the international level. Stakeholders in Poland agree on the areas and general activities of the EU; however, they find that its documents should be more transparent and preceded by dialogue. The introduction of such documents should be preceded especially by studies that would show that the proposed measures are not only the interest of some groups of stakeholders or sector representatives, but that society and the EU as a whole would benefit from the changes.
Despite movements and associations that actively participate in these discussions, 25 consensus regarding social harmonization has yet to be reached in Poland until now.
Excluding trade unions, most stakeholders have a critical approach towards these documents.
In general, Polish stakeholders believe that, even if the overall direction that the European Commission is moving in is correct, it is not possible to implement the Pillar now because the economic situation between EU Member States differs considerably. Furthermore, they believe that there are other, more pressing issues that the Community should address before implementing changes to social laws. Trade unions, on the other hand, are in favor of the documents; however, they believe that the propositions should be implemented across the EU, and not just in the Eurozone. Moreover, Polish legislation should be revised first in order to reach an agreement at the European level. To conclude, the European Commission's new propositions have been received with mixed feelings in Poland: even if the general guidelines in the documents are viewed as correct, its introduction forthwith is considered unnecessary, and perhaps even impossible.
